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Normally courts have looked to the language of the ordinance imposing the 
fee and to cost analysis reports and studies prepared by government officials ’ 
in concluding that a particular fee is for cost reimbursement or revenue rais- 
ing purposes. (See United Business Corn. v. City of San Diego, supra, 91 
Cal.App.3d 156, 165-168; ,Oak&& Raiders v. City of Berkeley (1976) 65 
Cal.App.3d 623,627; Watson v. County OfMerced (1969) 274 CaLApp.2d 
263,268; Arnke v. City of Be&&y (1960) 185 CaLApp2d 842,847.) 

With respect to revenues received pursuant to a contract for services, the 
existence of the contract would not itself preclude the charges from being 
“levied” (set and collected) for purposes of section 56842. While the contract 
could conceivably produce “excess revenue” over the costs of the services 
provided, we note that certain statutory restrictions may be applicable to 
prevent such a consequence. Section 51350, for example, states in part: 

“A county which provides services thmugh its appropriate 
departments, boards, commissions, officers or employees, to any city 
pursuant to contract or as authorized by law, shall charge the city all 
those costs which ate incurred in providing the services so contracted 
or authorized. A county shall not charge a city contracting for a par- r 
titular service, either as a direct or an indirect overhead charge, any 
portion of those costs which are attributable to services made avail- 
able to all portions of the county, as determined by resolution of the 
board of supervisors, or which am general overhead costs of opera- 
tion of the county government. General overhead costs, for the pur- 
pose of this section, are those costs which a county would incur 
regardless of whether or not it provided a service under contract to a 
city.” ., 

The same considerations in determining the costs incurred would thus be ap- 
plicable for contract services as for license and permit programs. 

Our conclusion that license, permit, and contract service charges are ex- 
cludable from the section56842 calculations helps facilitate anequitable trans- 
fer of property tax revenues. An affected agency that is able to offset its costs 
of issuing licenses and permits and furnishing contract services does not need 
property tax revenues to fund such activities. By following the same practjces, 
the new city would not need property tax revenues for performing these ac- 
tivities. Hence, neither local government would have claim to include these 
funds in the section 56842 calculations. To the extent that the charges exceed 
the reasonable costs of the governmental activities that producethem, they 
would properly be included in “the total amount of revenue from all sources, 
available for general purposes.” Such circumstances would mean that a lesser 
amount of property taxes, w&d be transferred to the new city-the affected 
agency would retain a greater share of the property taxes (having lost a pos- 
sible source of generating excessrevenues) and the city would obtain a lesser 
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share of them (having gained a possible source of generating excess revenues). 
In answer to the second part of the question, therefore, we conclude that 

in calculating the allocation of property tax revenues when a city incorporates 
but does not assume all service responsibilities for its territory, the calculations 
do not include funds derived from charges for licenses, permits, and such ser- 
vices as law enforcement services furnished under contract to other 
governmental agencies where the charges am levied to specifically offset the 
cost of the particular services and do not exceed the cost reasonably borne in 
providing the services. 


